CHAPTER 2 


It 
EARLY YEARS 


he twentieth century has been characterized by three develop- 

ments of great political importance: the growth of democracy, the 

growth of corporate power, and the growth of corporate propa- 
ganda as a means of protecting corporate power against democracy. 

There have been two principal aspects to the growth of demo- 
cracy in this century: the extension of popular franchise (1.e. the 
right to vote) and che growth of the union movement. These devel- 
opments have presented corporations with potential chreats co their 
power from the people at large (1.e. from public opinion) and from 
organized labour. American corporations have met chis threat by 
learning to use propaganda, both inside and outside the corporation, 
as an effective weapon for managing governments and public opin- 
ion. They have thereby been able to subordinate the expression of 
democratic aspirations and the interests of larger public purposes to 
their own narrow corporate purposes. 

Corporate propaganda directed outwards, that 1s, co the public 
at large, has two main objectives: to identify the free-enterprise sys- 
tem in popular consciousness with every cherished value, and to 
identify interventionist governments and strong unions (the only 
agencies capable of checking the complete domination of society by 
the corporations) with tyranny, oppression and even subversion. The 
cechniques used to achieve these results are variously called ‘public 
relations’, ‘corporate communications’ and ‘economic education’. 

Corporate propaganda directed inwards, that is, to employees of 
the corporation itself, has che purpose of weakening the links between 
union members and their unions. Techniques employed in the United 
States for this purpose come under the broad disguise of ‘human rela- 
tions’, ‘employee participation’ and ‘employee communications’. From 
the beginning of the century large-scale, professionally organized 
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propaganda campaigns have been a key feature of the political activi- 
ties of American business. 

The use of these tactics to defend business interests against the 
mass-based power of popular governments and of the labour move- 
ment has had large institutional — hence enduring — conse- 
quences for American society. Their long-continued use has brought 
into being a vast complex of institutions which specialize in propa- 
ganda and related social science research. This complex of institu- 
tions has been created expressly for the purpose of monitoring pub- 
lic opinion and managing it within ideological confines acceptable 
to American business. 

For fifty years US business, alone in the world, made great 
progress towards the ideal of a propaganda-managed democracy. 
Since about 1970 business in other countries has begun to adopt the 
American model. Currently a rapid transfer to Australia of almost all 
aspects of the American system of ideological control is taking place. 
This transfer carries a profound threat co the traditionally egali- 
carian values of Australian society at large, and to its democratic 
institutions and its union movement in particular. 

As already indicated, there are two principal publics to which cor- 
porate proselytizing is directed: one within the corporation, one with- 
out. American business recognized long ago the political potential of 
the fact that it has a large proportion of the voting public within its 
own walls, as a captive audience for ‘corporate communications’, on 
every working day of the year. In consequence che present analysis 
distinguishes between ‘excernal propaganda’, which is directed to the 
general public, and ‘internal propaganda’ directed to a corporation's 
own employees and commonly constituting a kind of battle with 
unions for the minds of the workforce. 

Two limitations should be recognized which affect the argument 
and evidence of this study. The first concerns the paucity of earlier 
work in the field on which to build, the second the nature of the evi- 
dence available. 

Despite the likely importance for American society of business 
propaganda on the vast scale that has developed, the subject has been 
largely ignored by che relevant scholarly disciplines over some sev- 
ency years. The neglect includes, moreover, the role of corporate 
propaganda in the drastic decline of the American labour movement 
in recent decades. 

In che 1930s and 1940s there was a widely recognized shift in 
the focus of battle between American corporations and unions from 
direct violence and picket-line confrontation to a competition for 
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public opinion via the mass media. The change in battleground gave 
immense advantage to the corporations, whose overwhelming 
resources, both in funds and tn public relations talent, were there- 
after targeted on degrading the public standing of unions, and hence 
the vital legislative support available to them. Yet American stu- 
dents of industrial relations have given scant attention to the impor- 
tance for the American labour movement of the shift by American 
business to the conduct of industrial relations via public relations 
and propaganda. 

The subject of the present enquiry also limits che form of rele- 
vant evidence. For the subject embraces a 75-year-long multi-billion 
dollar project in social engineering on a national scale. It is the 
nature of such an enquiry that ic has more the nature of historical 
research than of a controlled experiment in social science. In conse- 
quence evidence surveyed has chiefly the character of correlations 
between the establishment of nationwide programs of propaganda 
and dramatic shifts in public opinion of a kind the programs were 
designed to bring about. 

Readers will vary in their judgement about how far the evidence 
produced justifies a firm conclusion that Western societies face a 
serious threat from business propaganda to the integrity of their 
democratic systems. However I believe most people will recognize, 
at least, the profound importance of the questions raised and che 
urgency of the need for an end to their long neglect. 

Finally, since the concept of propaganda 1s central to my argu- 
ment, I should provide some indication of the meaning I attach to 
it. By ‘propaganda’ I refer to communications where the form and 
content is selected with the single-minded purpose of bringing 
some target audience to adopt attitudes and beliefs chosen in 
advance by the sponsors of the communications. ‘Propaganda’ so 
defined is to be contrasted with ‘education’, Here, at least ideally, 
the purpose is to encourage critical enquiry and to open minds to 
arguments for and against any particular conclusion, rather chan 
close them to the possibility of any conclusion but one. Of course, 
in daily life, mixed or ‘impure’ cases predominate. But when deal- 
ing, as in the present study, with the work of public relations and 
propaganda professionals it 1s usually possible to apply the distinc- 
tion without difficulty. 

Ironically, even while corporate propaganda overwhelms democ- 
racy, it is able to create an ever-strengthening popular belief that the 
free-encterprise system which sponsors it is some kind of bulwark 
and guarantor of a democratic society: that is, a society where official 
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policies and values are realistically within the free choice of a major- 
ity of ordinary citizens. Indeed it remains, as ever, an axiom of con- 
ventional wisdom thac che use of propaganda as a means of social and 
ideological control is distinctive of totalitarian regimes. Yet the most 
minimal exercise of common sense would suggest a different view: 
that propaganda is likely co play ac leasc as important a part in 
democratic societies (where the existing distribution of power and 
privilege is vulnerable to quite limited changes in popular opinion) 
as in authoritarian socteties (where it is noc). It is arguable that the 
success of business propaganda in persuading us, for so long, that we 
are free from propaganda is one of the most significant propaganda 
achievements of the twentieth century. 


The first popular challenge 


Between 1880 and 1920 in the United Kingdom and the United 
States the franchise was extended from around 10-15 percent of the 
populace to 40 or 50 percent (Lippman 1955:39-40). Graham Wallas 
and A. L. Lowell, leading students of democracy in Britain and the 
Uniced States, warned as early as 1909 of the likely consequences of 
this development. Popular election, they agreed, ‘may work fairly 
well as long as those questions are not raised which cause the holders 
of wealth and power’ to make the full use of their resources. But 
should they do so, ‘there is so much skill to be bought, and the art of 
using skill for production of emotion and opinion has so advanced 
that the whole condition of political contests would be changed for 
the future’ (Lowell 1926:43). 

Four years later, in 1913, a committee of the US Congress was 
established to investigate the mass dissemination of propaganda by 
the National Association of Manufacturers (NAM), the leading busi- 
ness organization of the time, for the purpose of influencing legisla- 
tion by influencing public opinion. The committee appears to have 
been no litcle awed by the apparent ambitions of the NAM for meet- 
ing the challenge co its interests from popular democracy by con- 
trolling public opinion. It reported that the ‘aspirations’ of the 
NAM were ‘so vast and far-reaching as to excite at once admiration 
and fear — admiration for che genius that conceived chem and fear 
for the effects which the ... accomplishment of all these ambitions 
might have in a government such as ours’ (Lane 1950:58). 

The committee's report coincided with the beginning of World 
War I, during which che Allied governments expended unprece- 
dented resources on che development and dissemination of propaganda 
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to heighten patriotism and hatred. Propaganda became a science and 
a profession. A campaign launched by President Wilson on America’s 
entry into the war in 1917 filled every home, workplace and letsure 
activity with its messages. The campaign produced within six 
months so intense an anti-German hysteria as to permanently 
impress American business (and Adolf Hicler, among others) with 
the potential of large-scale propaganda to control public opinion. 

Walter Lippman, the eminent journalist, and Edward Bernays, a 
nephew of Sigmund Freud, served with Wilson’s propaganda orga- 
nization. Bernays led: che transfer of wartime propaganda skills to 
business’s peacetime problems of coping with democracy. When the 
war ended, Bernays (1952:87) later wrote, business ‘realized that the 
great public could now be harnessed to their cause as it had been har- 
nessed during the war to the national cause, and the same methods 
could do the job’. 

The test of this expectation was not long in coming. When the 
war ended there was a confrontation between American business 
and labour. Business was determined to roll back che limited union 
gains made under wartime conditions. The confrontation culminated 
in the Great Steel Strike of 1919. The cencral issue of the strike was, 
in the words of Samuel Gompers, ‘the right of wage earners ... to 
bargain collectively’ (Murray 1955:149). Ac che outset public opin- 
ion favoured the strikers, who worked an 84-hour week under noto- 
riously bad conditions. 

Five days after the strike began the Steel Corporation launched 
a campaign of full-page advertisements which urged the strikers to 
recurn to work, denounced their leaders as ‘trying to escablish the 
red rule of anarchy and bolshevism’ and the strike as ‘un-American’, 
and even suggested that ‘the Huns had a hand tn fomenting the 
strike’ (Commission of Inquiry 1921:97, 99). The strike was mont- 
tored by a remarkable body called the Interchurch World 
Movement ([WM) which comprised twenty-six Protestant churches. 
The [WM produced a two-volume report which concluded that the 
strike was defeated by ‘the scrike breaking methods of the Steel 
companies and their effective mobilisation of public opinion against 
the scrikers chrough the charges of radicalism, bolshevism and the 
closed shop. None of which were justified by the facts’ and through 
‘the hostility of the press giving biased and coloured news’ 
(Commission of Inquiry 1920:248). Under che influence of the steel 
companies the press built up false Red charges to make the public 
lose sight of the real issues. Historian Robert Murray (1955:152) 


sums up the consequences: 
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When the strike ended in 1920 the men had gained not a single conces- 
sion ... twenty lives had been sacrificed and ... 3112,000,000 ... fost in 
wages. Backed by a favourable public opinion which was based on an exag- 
verated fear of bolshevism, this corporation proved chat not even 350,000 
striking workers could prevail against it. 


The Secretary of Labor of the period, Louis Post (1970), has 
described how, supported by corporate interests, the propaganda 
assault on public opinion was widened and extended until it pro- 
duced an anti-Red hysteria about an invented plan by workers and 
their leaders to overthrow the government. A McCarthyist period 
ensued from 1919 to 1921, more severe, though shorter in dura- 
tion, than the McCarthy period after World War II. Murray 
(1955:17) sums up the consequences for the entire American 
society: ‘the Great Red Scare soon subsided, but not before the 
forces of reaction ... achieved their goal. Civil liberties were left 
prostrate, the labour movement was badly mauled, the position of 
capital was greatly enhanced, and complete antipathy cowards 
reform was enthroned’. 

Meantime in Europe, where a similar progressive period was not 
cut off by a propaganda assault on public opinion, a different result 
ensued. Charles Forcey (1961:306) observes that ‘after [World War 
I] in Great Britain and elsewhere liberal parties gave way to labour 
or social democratic groups’. In the United States by contrast poli- 
tics moved in the opposite direction and ‘the socialists during the 
twenties virtually disappeared while liberals were reduced to an inef- 
fective few’. 

During the 1920s American intellectuals, reflecting on wartime 
and postwar experience, believed chat democracy had reached a crisis. 
‘The manufaccure of consent ... was supposed to have died out with 
the appearance of democracy’, Walter Lippman (1932:248—9) wrote. 
‘But it has not died our. It has, in fact, improved enormously in tech- 
nique ... Under the impact of propaganda, it is no longer possible ... 
to believe in the original dogma of democracy’, that is, chat it neces- 
sarily reflects the popular will in any significant way. Reviewing the 
experience of World War J, Professor Harold Lasswell, the leading 
American student of propaganda for the nexc fifty years, reached sim- 
ilar conclusions. In 1927 he wamed that with the decline of the 
authority of crown, church and social class, and the rise of egalitarian- 
ism generally, propaganda had become the principal method of social 
control. ‘If the mass will be free of chains of tron’, he concluded mor- 
dantly, ‘it must accept chains of silver. If it will not love, honour and 
obey, it must not expect to escape seduction’ (Lasswell 1971:222). 
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The second popular challenge 


Throughout the 1920s American business had no more problems 
with democracy or trade unions. However, the onset of the Great 
Depression changed that situation dramatically. Wich tens of millions 
of jobless and hungry, business was initially stunned by the intensity 
of public hostility. For che first time American business's ideological 
hegemony over American society was temporarily broken. It became 
politically and morally respectable to advocate government owner- 
ship, socialism and even communism, as alternatives co che free- 
enterprise system (a development which provided a multitude of vic- 
tims for the second McCarthy period of the 1950s). 

By 1934 American business, led by the NAM, had oriented itself 
for a massive campaign to recapture public opinion. ‘Public policies 
in our democracy are eventually a reflection of public opinion’, the 
NAM warned its members, so public opinion must be reshaped ‘if 
we are to avoid disaster’ (Cleveland 1947:323—4). A nationwide 
assault on public opinion was rapidly co-ordinated. By 1935 the 
president of the NAM could report to a meeting of business leaders: 
‘You will note especially that this is not a hit or miss program. It ts 
skilfully coordinated so as to blanket every media ... and then ... it 
pounds its message home with relentless determination’ (Rippa 
1958:60). But while the Depression lasted, even the resources of 
business and ics Red scare tactics could not rapidly prevail. As late 
as 1938 the NAM's board of directors, in a curiously Marxist for- 
mulation, still found the ‘hazard facing industrialists’ co be ‘the 
newly realized political power of the masses’. It warned that unless 
their thinking was directed, ‘we are headed for adversity’ (ibid.:62), 

The following year che La Follecte Committee, a committee of 
the US Senate which had been established to investigate violations 
of the rights of labour, incidentally exposed the extraordinary scale 
of business's assault on public opinion. Of the NAM tn particular, 
the committee reported that it 


blanketed the country with a propaganda which in technique has relied 
upon indirection of meaning, and tn presentation of secrecy and deception. 
Radio speeches, public meetings, news, cartoons, editorials, advertising, 
motion pictures and many other artifices of propaganda have not, in most 
instances, disclosed to the public cheir origin within the Association. (US 
Congress 1939:218) 


In the same year Lasswell (1939:357), referring to the ‘tremendous 
campaign’ that had been conducted by business, concluded that ‘for 
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better or for worse’ the future of business ‘is bound up with 
propaganda’. Meantime public relations techniques for combating 
unions had also made progress. 

Until the passage of the Wagner Act in 1935, which required 
management to bargain with representatives of labour, unions 
had few rights, and attempts to organize workers were commonly 
met with violence and intimidation. After the Wagner Act the 
industrialists sought, in the words of the La Follerte Committee, ‘a 
new alignment of forces’. That is, they sought, through propagan- 
da and other means, to arouse and organize the public at large ‘to 
do to labour on industry's behalf what the individual employer him- 
self could no longer do legally’ (Auerbach 1966:136—7). This tac- 
tic, it was reported at the time, ‘envisages a public opinion aroused 
to the point where it will tolerate the often outrageous use of force 
by police or vigilantes to break a strike’ (Chapman 1939:43-7), 

The Remington Rand Corporation is credited with having ‘per- 
fected’ this tactic, whereafter it became known as the ‘Mohawk 
Valley Formula’. The NAM distributed details of the formula co all 
members in a special release in July 1936. ‘In essence the Formula 
consists’, an academic who observed it in action later reported, ‘in 
employer mobilisation of the public ... in a labour dispute’ (Sward 
1939:66—7). Some excerpts from an account of its use will indicate 
its more significant features. These features foreshadow the general 
subordination of industrial relations to public relations that developed in 
the decades after World War II. 

The dispute in the steel strike of 1919 was between the CIO and 
the Bethlehem plant at Johnstown, Pennsylvania, which refused to 
recognize the steel union. Bethlehem Steel was aided in the dispute 


by che national publicity of che Iron and Steel Institute and che National 
Association of Manufacturers. Radio programs, outdoor advertising, news 
services, films, and speakers bureaus deluged the country with anti-CIO 
propaganda. A full paye advertisement in 375 papers at the outset of the 
CIO steel campaign had cost as much as $314,000. (ibid.:95) 


Before the strike began, Bethlehem Sreel, the NAM and the local 
Chamber of Commerce authorized two advertisements. ‘One dealt 
with “Americanism”. The other was a standard NAM “harmony” 
appeal.’ During the strike a “National Citizens’ Committee”’, which 
purported to be a spontaneous expression of community sentiment, 
was launched by local businessmen. The committee engaged an adver- 
tising agency and a public relations counsel. More than $62000 in 
donations was collected. “The Committee twice broadcast tts messages 
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over a national network. Two full page advertisements ... appeared in 
thirty newspapers in chirteen states at a cost of $64,000.’ 

After the strike was broken a labor bulletin of che NAM epito- 
mized che rationale of the Mohawk Valley Formula. ‘If there ever 
was a strike that was broken by public opinion and the determina- 
tion of employees to work, it was the one [at Johnstown]’ (ibid.:85, 
84, 90, 87). 

After che strike James Rand addressed the ‘Citizens’ Committee’ 
and jubilantly declared: ‘Two million businessmen have been looking 
for a formula like this and business has hoped for, dreamed of, and 
prayed for such an example as you have set’ — an example that, he 
concluded, would ‘go down in history as the Mohawk Valley 
Formula’. Fourteen years later, in 1950, John Screuben (1950:231) 
wrote: ‘Since then these “scientific” methods of strike-breaking have 
been applied in every major strike in the country’. 

The La Follette Committee summed up the propaganda tactics 
of the NAM in the 1930s as follows: 


The leaders of the association resorted to ‘education’ as they had in ... 
1912-1921 ... They asked not what the weaknesses and abuse of the eco- 
nomic structure had been and how they could be corrected, but instead 
paid millions to tell the public chat nothing was wrong and that prave 
dangers lurked in the proposed remedies ... The association also consid- 
ered its propaganda material an effective weapon in the fight againsc 
labour unions. (cited in Tedlow 1976:42) 


Tedlow elaborates on the industrial relations methods of the cor- 
porations in the 1930s and the shift that occurred between the pre- 
war and postwar periods. In the 1930s ‘the corporate public relations 
apparatus had indeed sought co quell labour unionism’. Wherever 
the ‘most vicious anti-union tactics’ had been employed, the public 
relations apparatus ‘had been used in tandem ... to protect the pub- 
lic opinion flank of the conservative corporation’. Thus Republic 
Steel hired the PR firm of Hill & Knowlton to look after its reputa- 
tion while it was ‘equipping a private army, employing an extensive 
espionage network, and locking workers out of plants’. Moreover, 
public relations had aided in the formation of citizens’ committees, 
which acted as a ‘vehicle of employee intimidation of workers after 
direct communication for this purpose was prohibited by the 
Wagner Act’ (ibid.:43). Auerbach concludes in this connection that 
during che 1930s: 


While none of the steel companies eschewed traditional anti-union practis- 
es, they all added a modern refinement, the organisation and manipulation 
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of public opinion. As one executive explained to the La Folletre Committee, 
‘strike breakers and violence and things of that kind [are] things of the past. 


The way to win or combat a strike was to ofganize community sentiment’. 


(Auerbach 1966:133; emphasis added) 


In the 1930s industrial relations were first conducted through 
campaigns of direct violence and intimidation, with a protective 
screen of public relations activities; then, after che Wagner Act, by 
popular hostility and violence calculatedly aroused as a consequence 
of the company’s public relations activities. In the final stage, after 
the war, the emphasis was shifted almost wholly to public relations. 
‘Symbolic of this shift’, Tedlow (1976:44) observes, ‘was a March 
1937 Printers Ink article which the NAM public relations staff 
believed cto be sufficiently important to merit circulation to 
Association members’. The article held chat, alchough many manu- 
facturers seemed to think that advertising was of no account as an 
anti-strike weapon, if they would just invest ‘one tenth of che money 
in advertising preparation that they are apparently quite willing to 
invest in labour spies, tear gas and other methods, which have proved 
worse than useless, they will stand a far better chance of winning 
public support than is possible under present circumstances’. Tedlow 
concludes that ‘most major employers have abandoned strong arm 
tactics while increasing their investment in public relations’. 

During World War II it was necessary for American business 
to curb its 1930s campaigns, which sought to arouse public anxiety 
about che Roosevelt administration carrying the country towards com- 
munism or fascism. In the last year of the war, however, American 
business, and the NAM in particular, geared up, as it had after World 
War I, to beat back both government intervention and the growing 
power of unions. Beginning in 1945, the postwar conservative assault 
on public opinion revived the two dominant themes of the 1930s cam- 
paigns: identification of the traditional American free-enterprise sys- 
tem with social harmony, freedom, democracy, the family, the church, 
and patriotism, and identification of all government regulation of the 
affairs of business, and all liberals who supported such ‘interference’, 
with communism and subversion. 


The postwar triumph of corporate propaganda 


It is impossible, at less chan book length, to describe adequately che 
propaganda onslaught by which, at the cost of the McCarthy period, 
business first beat back the unions with the Taft-Hartley Act and 
then secured a shift to conservatism in American politics similar to 
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the shift which followed its campaigns of 1919-20. I shall, howev- 
er, provide an indicative sampling. 

In December 1945 the NAM summarized its use of newspapers 
and radio during 1945: 


Every day one or more news stortes about the NAM appears in newspapers 
in some part of the country and often in all newspapers in all pares of the 
country ... On the airlines [this year} NAM members, officers and com- 
miuttees spoke directly with the public for a total of 1,350 hours of cime, 
or 56 full 24-hour days. Their words reached into the homes of Americans 
and into barracks of Americans stationed in all parts of the world. (NAM 
Gets the Story Across’ 1945:29) 


A Harvard University thesis describes the NAM’s propaganda activ- 
ities during 1946: 


All available media were used to arouse the general public to insist that the 
country replace bureaucratic control with free competition. A series of four 
full page advertisements in more than 400 daily and 2,000 weekly news- 
papers carried the opening message ... For each advertisement a corre- 
sponding booklet was printed and distributed by the hundreds of thou- 
sands. Special articles were written for magazines, business periodicals and 
farm papers; the Association's Industrial Press Service carried a steady 
stream of statements and answers to 4,200 editions of weekly papers, 500 
editors of metropolitan dailies and 2,700 editors of trade publications and 
employee magazines, “Brief for Broadcasters’ told the story to 700 radio 
commentators, and ‘Industry's Views’ channelled che Association’s beliefs 
to more than 1,300 editorial writers and columnists. (Cleveland 1947:341) 


In the four years from 1946 to 1950 che NAM distributed 18640270 
pamphlets. Of this number 41 percent went to employees, 53 per- 
cent to high school and college students and 6 percent (i.e. still more 
chan one million) co community leaders, including ministers of reli- 
gion and women’s club leaders throughout the entire nation. The 
NAM reported that the most popular propaganda weapon ‘to reach 
masses of people in both the employee and student market with 
broad messages’ was the full-colour ‘comic type’ booklet (“NAM 
Propaganda’ 1951:9). Dramatizing the scale of its activities, the 
NAM reported: 


If all NAM-produced pamphlets ordered for distribution to employees, 
students and community leaders in 1950 had been stacked one on top of 
the other they would have reached nearly four miles into the sky — the 
height of sixteen Empire State Buildings ... a record ... distribution [of] 


7,839,039 copies. (ibid.:9) 
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By 1946 the NAM was only one of a great number of business- 
sponsored organizations that were co-operating to drench the coun- 
try with anti-communist, anti-socialist, anti-union and anti-New 
Deal propaganda. An annua! report of the US Chamber of Commerce 
summarizes one very specific parc of its proselytizing activities dur- 
ing 1946-47 — the distribution of large pamphlets of about fifty 
pages each: 


1946. More than a million copies of the Chamber pamphlet ‘Communist 
Infiltrarion in the United Scates’, were distributed — and received with 
shocked surprise in many quarters. 

1947. ‘Communists Within the Government’, 2 Chamber publication, 
brought screams of anguish not only from known Communists, but from 
others. A cabinet officer soughe its withdrawal. However the government's 
loyalty program —— inadequate but still a loyalty program — was begun. 
(Chamber of Commerce of the US 1952:31) 


In the pamphlet about communists in the government, pub- 
lished in January 1947, che chamber offers an estimate that about 
400 communists ‘hold positions of importance’ in government service 
in Washington alone. In particular, ‘Soviet sympathisers’ have, the 
chamber reports, infiltrated the State Department ‘in important num- 
bers’. The chamber specifically recommends a program for dealing 
with the alleged situation that foreshadowed the worst of the tactics 
adopted by Senator Joseph McCarthy's committee three years later, 
after McCarthy claimed to possess a list of 150 communists 
employed in the State Department (ibid. 1947:13-14). 

Pamphlets of the above character were classified as part of che 
chamber’s ‘Economic Education’ and ‘Economic Research’ programs. 
These publications were ‘reported to Congress, to the public via 
radio and television, and widely circulated among writers, speakers, 
students and teachers’ (ibid. 1952:5). 

Corporations realized they could use captive audiences of employ- 
ees for proselytizing purposes. ‘Many of che countries [ssc] largest 
firms’, Fortune magazine observed in 1950, ‘have started extensive 
programs to indoctrinate employees’. These programs consisted of so- 
called ‘Courses in Economic Education’. They were given to employ- 
ees during working hours, in groups of ten to twenty, with tests to 
measure increase in commitment to the free-enterprise system 
(Viteles 1954:424-36: Williams and Peterfreund 1954). Sears 
Roebuck, for example, took three years to produce its own economic 
education program, which included a series of films and the training 
of 2600 ‘meeting leaders’. In 1952 these leaders conducted 71000 
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meetings to put Sears’s 200000 employees through the course at a 
total cost of $6 million (Cellier 1953:29-40). The cwo leading eco- 
nomic education programs, both ‘evangelistic’ in temper, were pro- 
duced by Dupont and Inland Steel. By 1953 they had been used with 
about nine million employees (Cooke 1954:105). 

A survey of corporations by the American Management 
Association (AMA) found ‘a good number of respondents actually 
stated that “propaganda” and “economic education” are synonymous 
in their companies. ‘We want our people to chink right.’ 
Communism, socialism and particular political parties and unions, 
the AMA reported, ‘are often common targets of such campaigns’, 
which ‘some employers view ... as a sort of “battle of loyalties” with 
the unions’ (Williams and Peterfreund 1954:31, 14, 29). 

The American Advertising Council represents large corporations 
and large advertising agencies. In April 1947 the council announced 
a $100 million advertising program which, over the next twelve 
months, would use all media ‘to “sell” the American economic sys- 
tem’ to the American people. The program was officially described 
as a ‘major project of educating the American people about the eco- 
nomic facts of life’ (MacDougall 1952:568-9). 

Daniel Bell, then an editor of Fortune, provides a perspective on 
both the scale and the anti-union and anti-New Deal purposes of 
these campaigns: 


Ic has been industry's prime concern, in the post war years, to change the 
climate of opinion ushered in by ... the depression. This ‘free enterprise’ 
campaiyn has two essential aims: to re-win the loyalty of the worker which 
now goes to the union and co halt creeping socialism [1.e. the New Deal] 
... In short the campaign has had the definite aim of seeking to shift the 
Democratic majority of the last 20 years into the Republican camp ... 


Bell sketches some of the resources, created co sell goods but now 
used in an overwhelming campaign to sell ideas. ‘The apparatus 
itself is prodigious: 1,600 business periodicals, 577 commercial and 
financial digests, 2,500 advertising agencies, 500 public relations 
counsellors, 4,000 corporate public relations departments and more 
than 6,500 “house organs” with a combined circulation of more than 
70 million.’ Of the opinion-shaping product Bell observes: ‘The out- 
put is staggering. The Advertising Council alone, in 1950, inspired 
7 million lines of newspaper advertising stressing free enterprise, 
400,000 car cards, 2,500,000,000 radio impressions ... By all odds 
ic adds up co the most intensive “sales” campaign in the history of 


industry’ (Bell 1954:254). 
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American business's pre- and postwar assaults on public opinion 
had a double objective: to turn the public against the Democratic 
administration of Roosevelt and Truman and cheir liberal support- 
ers, and to turn it against the growing power of the trade union 
movement that resulted from the Wagner Act of 1935. The first 
objective was achieved with the McCarthy period and the election of 
Eisenhower in 1952. Progress towards the second objective began in 
1937. There was in that year an unprecedented number of strikes, 
chiefly over demands for the recognition of unions provided by the 
Wagner Act. From 1937 onwards the high level of strikes, suspicion 
of union power and internal union problems ‘all contributed to a 
shift in public attitudes’, as did corporate propagandists, who ‘using 
all the devices of modern communication did everything they could 
co encourage chis shift’ (Wilcock 1961:308). 

During the war business made unprecedented profits while 
wages remained controlled. When the war ended business had, in 
addition to its long-term objective of weakening the union move- 
ment, two immediate concerns: to minimize wage rises and maxi- 
mize price rises. Ic will be instructive to consider the methods by 
which all of these results were sought. Daniel Bell (1954:250—1) has 
described the circumstances: 


Wage rates during che war had been tethered by The Little Steel Formula, 
although income had risen because of extra overtime work. Now, as the 
work week fell, labour opened a drive to maintain take-home pay. Industry 
decided to sit tight. The result [in 1946] was che preatest strike year in 
American history ... In none of {the strikes} ... did industry attempt the 
violence and back-to-work measures of the late thirties. The counter action 
came through the legislator ... The fact chac labour was powerful enough to 
shut down a whole industry lent colour to middle class fears that Big Labour 
was running the country. Each national strike ... with the attendant pub- 
liciry about the economic effects, had given rise to outcries for action. 


Act the 1946 elections ‘labour problems’ was one of the chief 
political issues on which the Republicans won control of Congress. 
Shortly afterwards the NAM drafted a new labour law and arranged 
for its submission to the new Congress. ‘Except for a ban on industry- 
wide bargaining’, Bell observes, ‘the Taft-Hartley Act passed [in 
1947] embodied [the NAM'’s proposals] completely’. Not surpris- 
ingly, ‘it placed tremendous obstacles in the way of new organisation’ 
of workers (Brandeis 1957:232). ‘Public opinion, however muddled’, 
Bell (1954:250-1) concludes, ‘was the force which backed the new 
curbs on unions enacted in the post-war years’. Bell’s judgement is 


a Taking the Risk out of Democracy 


supported by Jack Barbash (1948:198), who observes that ‘the 
General Motors strikes, like most of the other important strikes in the 
1945-6 upsurge, were fought not on che picket line ... but in 
Washington and in the press and over the radio’. The outcome was 
thac while the unions won the strikes business won che public rela- 
tions battle — with the Taft-Hartley Act as its prize. 

Apart from the years affected by the Korean War, the American 
labour movement was never again able to increase the (low) propor- 
tion of the workforce it had organized. Thirty years lacer, in che face 
of a renewed public relations propaganda onslaught by business in the 
1970s, organized labour in the United States went into a steep and 
possibly terminal decline. It will therefore be worthwhile to look 
more closely at the public relations aspects of the 1945—46 strikes. 

Business, which had bred and trained a public relations profes- 
sion for thirty years, conducted detailed opinion polls to monitor the 
impact of the strikes on public opinion. The following excerpts are 
from a report of polls conducted for business during December 1945 
and February 1946: 


Strikes have held the limelight ... for che better part of the year ... Now, 
with the culmination of major strikes tn the manufacturiny industry, man- 
agement has asked for a checkup on the after-effects. The resulting survey 
is directed to two questions: How well did the scruck companies play their 
hand? Did the unions gain or lose in public favour? In short, what have we 
learned from the strike? Here is a report of public thinking during the last 
half of February, nearing the close of the auro and steel disputes ... 


The present survey, the authors observe, permits ‘a direct compari- 
son’ with a similar survey in December 1945. In both cases the pub- 
lic’s reactions ‘yield guide posts for handling strikes in the future’. 
For ‘a strike is not only a test of economic strength, it is a public 
relations problem of primary importance ... Smart managements 
give as much attention to public relations aspects of strikes as to eco- 
nomic and legal aspects’. For ‘people don’t like strikes. Strikes stir 
up public emotion — leave lasting impressions ... People pay close 
attention to strikes. Therefore a strike is a potent public relations 
vehicle’ (Opinion Research Corporation 1946:i—11). 

The public relations aspects of the strikes were found to be very 
satisfactory to business. Both the December 1945 and February 
1946 surveys show that ‘unions came off worse with public relations 
than companies ... The unions show a large net loss, the companies 
a small net gain’. Abour 80 percent of respondents found no fault 
with the way companies handled the strikes, and in comparing 
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companies and unions, many more respondents considered the com- 
panies to have shown a greater regard for the public interest than the 
unions. It was a tribute to the public relations expertise of business 
that respondents made these judgements. Yet at the same time 
respondents believed the profits of companies were enough to meet 
pay rises without raising prices. One explanation for this apparently 
contradictory view is that profits were not the subject of a public 
relations campaign, whereas untons and strikes were. 

Perhaps most significantly of all, one-third of union members 
among respondents became less favourably disposed co che unions, 
and one-quarter more favourably disposed to the companies over the 
period of the strikes. In addition, most union members considered 
that the unions displayed no more regard for the public interest than 
the companies. No wonder Truman could not block the Taft-Hartley 
Act twelve months later. The principal concrete criticism of unions 1s 
found to derive from their association in che public mind with mass 
picketing and related violence (ibid.:2, Al10, A21, A7, Al8, A15). 

This was truly a propaganda victory. For there was, Barbash 
(1948:140) reports, ‘practically no violence in the strike wave of 
1945-7’. But that did not lessen the seriousness of the political con- 
sequences. The mid-term elections of 1946 ‘marked labour's worst 
defeats since Hoover's day’. In the words of the CIO it was ‘a signal 
defeac for the liberal and labour voters of America’ (Vale 1971:101). 

So much for American business’s tactics for dealing with the 
industrial relations of wage rises and union power via public rela- 
tions. It remains to consider the use of the same tactics to secure 
uncontrolled price rises. The propaganda campaign to be described 
is of particular interest in that it provides in microcosm a picture of 
the techniques that are periodically employed on a much vaster 
scale to manage democracy more generally in the interests of 
American business. 


Prices 


After World War II, President Truman sought to continue price con- 
trols while civilian goods remained in short supply by extending the 
life of the Office of Price Administration (OPA). Business, as repre- 
sented by the NAM and the Chamber of Commerce, launched a mas- 
sive campaign against OPA, which ranged from full-page ads to 
leaflets stuffed in housewives’ shopping bags. They tried to convince 
che public ‘that price controls themselves were the cause of shortages 
and inflation; they argued that removal of controls would bring a vast 
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increase in production and reasonable prices’ (Rayback 1966:392). 
Two agencies integral to business’s mind-managing apparatus 
monitored public opinion on this issue: the Opinion Research 
Corporation and the Psychological Corporation. A poll conducted in 
February 1946 found that most people believed prices had been held 
down ‘pretty well’ so far and gave ‘much credit’ to OPA. Eighty-one 
percent favoured OPA’s continuation (Opinion Research Corporation 
1946:8, A32). A year later the Psychological Corporation reported: 
‘One of the most sweeping reversals of public opinion we have 
encountered since our first poll in 1932 is that coward the OPA’. In 
spring 1946, the report continues, ‘several polling organisations 
showed substantial majorities in favour of OPA’. Yet by October 
1946 only 26 percent were in favour of OPA (Link 1947b:134—5). 
The operation of OPA was first curtailed in July 1946 and then 
terminated in November. President Truman subsequently described 
the events which intervened between the earlier and the later polls: 


Righe after the end of the war, big business in this country set out to 
destroy the laws that were procecting the consumer against exploitation. 
This drive was spear-headed by the National Association of Manufaccurers, 
the most powerful organisation of big business in the counrry ... 

We know how the NAM organised its conspiracy against che 
American consumer. One of its own officers ... spilled the story ... after 
price control was killed ... {He} told how his orpanisation spent 
$3,000,000 in 1946 to kill OPA. The NAM spent a million and a half on 
newspaper advertising. They sence their own speakers to make a chousand 
talks before women’s clubs, civic organisations and collepe students. A 
specially designed publication went to 37,000 school reachers, another one 
to 15,000 clergymen, another one to 35,000 farm leaders, and still anoth- 
er to 40,000 leaders of women’s clubs. A special slipsheet with NAM pro- 
paganda went co 7,500 weekly newspapers and to 2,500 columnists and 
editorial writers ... 

This is what the NAM had to say abour the result of their chree-muillion- 
dollar propaganda campaign ... [When] NAM started the campaign against 
OPA, a survey showed that 85 percent of the people believed OPA was 
absolutely necessary. In November, 1946, after the campaign ... only 26 
percent of the people believed that OPA was vital. (Schnapper 
1948:84-5) 


During 1946 Congress first diminished, then destroyed, the 
Office of Price Administration. As a consequence, between June and 
December 1946, consumer prices rose by 15 percent, with food 
prices rising 28 percent. The rise more than cancelled the wage 
increases labour had secured from the 1946 strikes and so real wages 
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dropped from $32.50 a week to less chan $30.00. This was the low- 
est figure since American entry into the war. ‘In the meantime cor- 
porate net profits soared to the highest point in history, reaching 
$12,500,000,000 — 20 percent higher chan in the best war year’ 
(Rayback 1966:393). 

And so the conduct of industrial relations became a subordinate 
aspect of public relations which once again left management tri- 
umphant and the unions nowhere. 

After World War II, as after World War J, the United States 
curned politically Right while Europe turned Left. Each of these 
shifts of opinion in the United States coincided with a large-scale 
assault on public opinion. In January 1947 Melton Davis, public 
relations officer with the Stace Department’s European service, 
observed the contrast and suggested a cause. 


Smart public relations [has] paid off as it has before and will again ... 
{and} it wasn’t labour’s public relations. The public opinion climate, the 
thing that makes social change easy or difficult, has changed completely 
in America. While the rest of the world has moved to the left, has admit- 
ted labour into government, has passed liberalized legislation, che United 
States has become anti-social change, anti-economic change, ant-labour. 
Ir is not moving to the right, ic has been moved — cleverly — to the 
right. In France, England, Italy there have also been shortages, difficulties 
in controlling prices, labour croubles, strikes. Yet in each, labour and the 
left have continued winning elections. In America ... labour and liberals 


are fair pame today ... [They] find themselves prouped with anarchists 
... with the defunce IWW ... wich communists. (Davis 1947:24) 


Propaganda within the corporation 


I have sketched some of the main aspects of business’s propaganda 
and public relations activities external to the corporation. The par- 
allel developments within corporations extended this propaganda in 
ever more subtle ways. The Wagner Act, as we have seen, led to a 
shift in external tactics from direct intimidation of unions to (indi- 
rect) stimulation of public hostility against unions. An analogous 
development occurred within corporations. The Wagner Act made 
company unions illegal as a means of guaranteeing independent 
unions. It led to a search by corporations for less formal systems of 
management—worker communication that could be used to pre- 
empt tndependent unions without breaking che letter of the 
Wagner Act. 

This search was known officially as the ‘human relations’ 
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movement and is described in more detail in Chapter 9. It embraced 
notions such as ‘employee participation’, ‘employee communica- 
tion’ and ‘democratic deciston-taking’. The movement did nor exist 
in 1937. Yet by 1942 Robert Brady reported that the Hawthorn 
studies, the symbol and supposedly scientific foundation of the 
human relations movement, had achieved ‘an extraordinary influ- 
ence in the American personnel literature’ (Brady 1943:284). 

When, at che end of the war, American business returned to an 
all-out onslaught on public opinion and on unions, vast amounts of 
money suddenly became available for the study of ‘human relations’ 
in industry —- research on techniques of communication between 
management and workers, on techniques of small-group leadership, 
on ways of influencing worker attitudes (Carey 1976a:240-2). In 
four years from 1947, Will Herberg (1951:590) observes, ‘perhaps 
more new books and studies have been published on (the subjecc of 
human relations in industry] than in all che preceding years’. 

The flood of corporate funding for research on communication, 
atticudes and behaviour in work groups chat began in the late 1940s 
continued to swell. During the decade of the 1950s there were four 
times as many studies of small groups published in social science 
journals as in all previous history (Deutsch 1968:265). By contrast 
social and political scientists gave virtually no attention to the 
import for democracy of management's vast new ventures in atti- 
tude and opinion control. In 1959 Professor Robert Dahl of 
Columbia University documented the remarkable extent of this 
neglect and sharply defined the issue at stake. How much of the 
generally favourable atticudes of Americans toward business, he 
asked, ‘can be attributed to deliberate efforts to manipulate atti- 
tudes?’ He continued: 


Much in the way of political theory ... depends on the assumptions one 
makes about the sources of political attitudes ... If one assumes chat polit- 
ical preferences are simply plugged into the system by leaders (business or 
other) in order to extract what they want from the system, then the model 
of plebiscitory democracy is substantially equivalent to the model of rotal- 
itarian rule. (Dahl 1959:37-8) 


There could scarcely be a more profoundly important question 
for a democratic society co confront. Yet the refusal to face it by 
intellectuals and social scientists has become a special characteristic 
of social science in the United States. 


